Haier Electronics Group Co., Ltd.

SHBREEERAT
Interim Report # % & 2010

ey
pi}
=
c
o
[0}
@,
o
2
)
o1
=
9
=
o}
[¢]
=
=
=
[0}
o
o
*




Haier Electronics Group Co., Ltd. (Stock code: 01169) (the “Company”),
a subsidiary of Haier Group, is listed on the Main Board of The Stock
Exchange of Hong Kong Limited. The Company and its subsidiaries
(the "Group”) are principally engaged in the research, development,
manufacture and sale of washing machines and water heaters in the
PRC under the brand name of “Haier”. The Group also began engaging
in the integrated channel services business for other home appliance
products such as refrigerators, televisions and air-conditioners, of both
"Haier” and “non-Haier” brands, substantially broadening its sources
of revenue and driving its profit growth.

Founded in 1984, Haier Group is headquartered in Qingdao, Shangdong
Province, the PRC and is today one of the world’s leading white goods
home appliance manufacturers engaging in the research, development,
production and sale of a wide variety of household appliances (including
the white goods) and consumer goods in the PRC. The products of Haier
Group are now sold in over 100 countries.
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Interim Results

The Board of Directors of Haier Electronics Group Co., Ltd. (the
"Company”) hereby announces the unaudited consolidated interim

SECES

BRAEREEEARAA(TARADEZTGZU QM
ARBREWMBRABR(AEENDBE-_T—TFX

results of the Company and its subsidiaries (the “Group”) for the six
months ended 30 June 2010 together with comparative figures for the
corresponding period in 2009. These condensed consolidated interim
financial statements have not been audited, but have been reviewed by  zzgg -
the Company’s audit committee.

A=1tRIERERZREERX
“ETENFRPZLRET - WEGRLES DY
BHRERIDAKES  WOKAARRAZEREES

FemEMXE &R

Condensed Consolidated Income Statement SEEEA T
For the six months ended 30 June 2010 BE—E—TEN A=A I EA
For the six months
ended 30 June
BZEANA=1THLAEA
2010 2009
—E-EF —ETNF
Notes RMB’000 RMB'000
MtaE ARBT ARBT T
(Unaudited) (Unaudited)
(REEEXR) (REEHEZ)
REVENUE U= 3 12,692,959 4,671,940
Cost of sales SHE AR (10,701,955) (3,085,951)
Gross profit EH 1,991,004 1,585,989
Other income and gains H b Ug A R Uz 4 38,512 16,742
Selling and distribution costs HERDHER (1,324,080) (1,060,810)
Administrative expenses THEA (361,679) (334,848)
Other expenses HinE (317) (5,746)
Finance costs BRE R AR 5 (2,155) (4,875)
PROFIT BEFORE TAX BRBLRTER 6 341,285 196,452
Income tax expenses FriS iR (58,824) (45,997)
PROFIT FOR THE PERIOD Bz Al 282,461 150,455
Attributable to: FE1E -
Owners of the Company NG 276,303 143,573
Non-controlling interests e 6,158 6,882
282,461 150,455
EARNINGS PER SHARE ATTRIBUTABLE ~ AATRRELSREF
TO OWNERS OF THE COMPANY 8
Basic HA 13.61 cents% 7.20 cents?
Diluted g 11.80 cents % 7.01 cents?
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Condensed Consolidated Statement of

Comprehensive Income

For the six months ended 30 June 2010
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HRFE 2 ERER

BE—FE—FFNA=F+HINMEA

For the six months
ended 30 June
BZEABA=1+HLAEAR

2010 2009
—Z2-2F —ZEENF
RMB’000 RMB’000
AR¥T ARBFT
(Unaudited) (Unaudited)
(RBEZ) (REsER)
PROFIT FOR THE PERIOD H R A 282,461 150,455
OTHER COMPREHENSIVE INCOME Hit 2z
Exchange differences on translation of HEEINERZENZE
foreign operations 1,460 131
TOTAL COMPREHENSIVE INCOME HREE WA
FOR THE PERIOD 283,921 150,586
Attributable to: FEAS
Owners of the Company /N S 277,763 143,704
Non-controlling interests IR R 6,158 6,882
283,921 150,586

Interim Report 2010
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Condensed Consolidated Statement of Financial

B AR & M AR R

Position
30 June 2010 —E-FFNHA=+H
30 June 31 December
2010 2009
—ZT-EF —TTAF
~NA=1+H —A=+—H
Notes RMB'OO_O RMB’000
Wizt AR®ET T AREEFTT
(Unaudited) (Audited)
(REEX) (E==%)
NON-CURRENT ASSETS HRBEE
Property, plant and equipment M - S MR E 9 579,936 597,102
Investment properties WEYZE 17,731 18,298
Prepaid land premiums JA LR 67,092 68,675
Intangible assets BVEE 1,161 1,464
Deferred tax assets EERIBEE 22,398 21,459
Total non-current assets EREEELRE 688,318 706,998
CURRENT ASSETS MENEE
Inventories FE 986,558 389,216
Trade and bills receivables JEWE SRR R R 10 2,417,577 2,746,923
Prepayments, deposits TEIHRIE - Be Rk
and other receivables E b UL AR SR 1,710,433 96,096
Cash and cash equivalents RekBReEFEEER 1,516,212 1,295,273
Total current assets MENBEMRE 6,630,780 4,527,508
CURRENT LIABILITIES REAE
Trade payables FEAHE 5 BR K 11 1,594,225 912,234
Tax payable FESRIR \ 55,928 78,568
Other payables and accruals Hb ER R R ET AR 3,369,814 2,280,993
Provisions B 218,737 206,476
Total current liabilities mE B EARE 5,238,704 3,478,271
NET CURRENT ASSETS REBEEFRE 1,392,076 1,049,237
TOTAL ASSETS LESS REERRBEE
CURRENT LIABILITIES 2,080,394 1,756,235
NON-CURRENT LIABILITIES FEREEE
Interest-bearing borrowings AEEE 74,000 74,000
Provisions B 119,663 100,524
Deferred tax liabilities REIBEEE 9,482 9,588
Total non-current liabilities EME B ERTE 203,145 184,112
Net assets AESFE 1,877,249 1,572,123
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Condensed Consolidated Statement of Financial

Position (Cont’d)
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30 June 2010 —E-FFNA=1H
30 June 31 December
2010 2009
—g-2% —ZBAE
ANA=+H +=-A=+—H
Notqs RMB'OO_O RMB’'000
k=3 AR¥T T ARBTT
(Unaudited) (Audited)
(REBER) (&EZ)
EQUITY s
Equity attributable to RNATRRE GRS
owners of the Company
Issued equity 2T 12 1,533,398 1,527,611
Reserves E 206,368 (86,813)
1,739,766 1,440,798
Non-controlling interests eI R 137,483 131,325
Total equity HEiAE 1,877,249 1,572,123
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For the six months ended 30 June 2010 B2 —T—FFNA=1HILNEA

Attributable to the owners of the Company

KOARRER

Capital Share Capital Exchange Non-
Issued reduction  Capitl  Merger  option  Reserve redemption  Retained fluctuation Total controlling Total
equity  reserve  reserve  reserve  reserve funds  reserve  profits  reserve  reserve Total interests  equity
Baf e g &t BRE B E1RE RE HER® fife FER B
BE HAER i i B B¢ i A ] 2] it & B
RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR ARMTTL ARETR ARMTR ARBTZ ARETR ARETR ARETR ARETR ARETR ARETL ARMTR ARMTR
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(FEEH) (FEEH) (REBN) (RESHK) (RESH) (REEH) (REED) (RE®M) (REEQ) (REEQ) (REEM) (REEQ) (REEQ)

At 1 January 2010 RZE-FE-A-H 152,611 (1,758526) 572,005 (548,643) 1286 2651% 184 1363619 12,006 (86813) 1440798 131305 1572123
Total comprehensive BRREYALE

income for the period - - - - - - - 26303 1460 27063 27783 6158 283921
Isues of shares Ediiy) 5,781 - - - - - - - - - 58 - 5w
Fquitysetlled share WRAGE ERERS

option arrangements - - - - 15418 - - - - 15M8 15418 - 15418

At 30 June 2010 eSS 1533398 (17585260 572,005  (548.643) 22704 265,19% 184 1639922 13526 206368 1739766 137483 1,877,249



Condensed Consolidated Statement of Changes

in Equity (Cont'd)

For the six months ended 30 June 2010

BHer—=%

Attributable to the owners of the Company
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RS ERBER(E)

—EFNA=1H1NEA

KRARRRE
Capital Share Capial Exchange Non-

lsued  reducion  Capital ~ Merger — option  Resenee redemption  Retained  fluctuation Total controling Total

oQUIY TeseNEreseneTesenefesenie fnds — reseve profits  resene resene Tl interests  equity

RE e Ex aft ERE B AED R NERY ] R fta

Br o HEGE £ file file B £ b3l ] o it s i

RMBO00  RMB'000  RMB'OO0  RMB'000  RMB'000  RMB'O0  RMB'000  RMBOO0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

MRETR ARHTT ARMTR ARMTT ARMTT ARETR ARETR ARBTR ARBTR ARETR ARETR AR¥TR ARETR

(Unaudited) ~ (Unaudited) ~(Unaudited) (Unaudited) (Unaudited) (Unaudited) ~(Unaudited) ~(Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited) ~ (Unaudited)

(REH) (REBH) (REBH) (REBN) (REBH) (AEBW) (RNBK) (REBW) (REEW) CREBW) (FEEW) (REEW) (KW

At 1 January 2009 NZEENE-F-R 1485859 (1758526) 572,005  (548,643) - 18902 184 1,030202 12,100 (463767) 1,022,092 95210 1,117,362
Total comprehensive SmAEYRLE

income for the period - - - - - - - 1353 131 143704 143,704 088 150586

sues of shares EE0) 1986 - - - - - - - - - Ry - 0%

Shaeisueepenses  REFER (1,234) - - - - - - - - N 20 N PE]

At 30 June 2009 N-EENERAZTH 1527611 (1,758526) 572,005 (548,643) - 180 184 1173775 1240 (320063) 1207548 102,152 1,309,700

Interim Report 2010
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Condensed Consolidated Statement of Cash

Flows

For the six months ended 30 June 2010

FAGERERER

BE—FE—FFNA=F+HINEA

For the six months
ended 30 June
BEANA=tTHLAEA

2010 2009
—E-EF ZETNF
RMB’000 RMB’'000
AR¥ET T ARBFT
(Unaudited) (Unaudited)
(REEXR) (REEFEZ)
Net cash flows from operating activities ~— #F& %S 2 RS RAFHE 233,827 408,191
Net cash flows used in WEEEFA RS F58
investing activities (88,813) (57,274)
Net cash flows from financing activities BEES IR RAFE 3,632 36,877
NET INCREASE IN CASH ReRkBRLSEHEER ZEMFE
AND CASH EQUIVALENTS 148,646 387,794
Cash and cash equivalents Mz RekREEMEER
at beginning of period 1,270,273 538,917
Effect of foreign exchange [ER B FE
rate changes, net (1,707) 199
CASH AND CASH EQUIVALNETS HRCESRAESEHEER
AT END OF PERIOD 1,417,212 926,910
ANALYSIS OF BALANCES OF CASH ReRESEEER 2RI
AND CASH EQUIVALENTS
Cash and bank balances Re MRITHEH 1,074,734 673,576
Time deposits TE ISR 441,478 352,334
Cash and cash equivalents as stated BIRSARR R BT 2 IR E M
in the statement of financial position HeHEER 1,516,212 1,025,910
Less: time deposits with original A REUSE BiERTREIEI A
maturity of over three wExm =10 A 2 EEIE
months when acquired (99,000) (99,000)
Cash and cash equivalents as stated REMERFI RS K
in the statement of cash flows HeEEER 1,417,212 926,910

Interim Report 2010
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Haier Electronics Group Co., Ltd. is a limited liability company
incorporated in Bermuda. The registered office of the Company
is located at Clarendon House, 2 Church Street, Hamilton HM11,
Bermuda.

In the opinion of the directors, Haier Group Corporation (“Haier
Corp”) and Qingdao Haier Investment and Development Co., Ltd.
(“Haier Investment”) (collectively referred to as “Haier Group”) are
controlling shareholders of the Company. Haier Corp and Haier
Investment are registered in the People’s Republic of China (the
“PRC").

The principal activities of the Group are described in note 3 to the
condensed consolidated interim financial statements.

The condensed consolidated interim financial statements are
prepared in accordance with International Accounting Standard
34 "Interim Financial Reporting” promulgated by the International
Accounting Standards Board.

The condensed consolidated interim financial statements do not
include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the
Group's financial statements for the year ended 31 December
2009.

The presentation currency of the Company was Hong Kong dollar
for the purpose of preparing its condensed consolidated interim
financial statements. Starting from 19 August 2009, the directors
have determined to change the presentation currency as most of
the Group’s revenue is derived from customers based in Mainland
China and the directors consider that Renminbi (“RMB") is more
meaningful in presenting the operating results and financial position
of the Group. These condensed consolidated interim financial
statements are presented in RMB and all values are rounded
to the nearest thousand except when otherwise indicated. The
comparative figures for 2009 have been restated for the change
in presentation currency accordingly.
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The change in the presentation currency and the retranslation of
the comparative amounts from Hong Kong dollars to RMB has had
no material impact on the Group’s condensed consolidated interim
financial statements for the period presented.

The accounting policies and basis of preparation adopted in
the preparation of the condensed consolidated interim financial
statements are consistent with those used in the Group’s financial
statements for the year ended 31 December 2009, except for the
adoption of new standards and interpretations as of 1 January
2010, noted below:
IFRS 2 Amendments Share-based Payment — Group Cash-
settled Share-based Payment
Transactions

IFRS 3 (Revised) Business Combinations

IAS 27 (Revised) Consolidated and Separate Financial
Statements

Financial Instruments: Recognition and
Measurement — Eligible Hedged ltems

IAS 39 Amendment

Distribution of non-cash Assets
to Owners

Amendments to IFRS 5 Non-current
Assets Held for Sale and Discontinued
Operations — Plan to Sell the
Controlling Interest in a Subsidiary

IFRIC 17

Amendments to
IFRS 5 included in
Improvements to
IFRSs (May 2008)

Apart from the above, the Group has also adopted Improvements to
IFRSs (issued April 2009)* by the International Accounting Standard
Board which sets out amendments to a number of IFRSs primarily
with a view to removing inconsistencies and clarifying wording.

*  Improvements to IFRSs (issued April 2009) contain amendments
to IFRS 2, IFRS 5, IAS1, IAS 7, IAS 17, IAS 38, IAS 39, IFRIC
9 and IFRIC 16.

The adoption of the above IFRSs has had no significant impact on
the accounting policies of the Group and the financial position or
performance of the Group.

The Group has not early adopted any other standards, interpretation
or amendment that was issued but is not yet effective.
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For management purposes, the Group is organised into business
units based on their products and services and has three reportable
operating segments as follows:

(a) the washing machine business segment manufactures and
sells washing machines;

(b) the water heater business segment manufactures and sells
water heaters; and

(c) the integrated channel services business segment sells
electronics appliances procured from subsidiaries and/or
associates of Haier Group (“Haier Affiliates”) and other
external parties.

Management monitors the results of the Group’s operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit, which is a measure
of adjusted profit before tax. The adjusted profit before tax is
measured consistently with the Group’s profit before tax except
that interest income and finance costs, as well as head office and
corporate expenses are excluded from such measurement.

Segment assets exclude deferred tax assets, cash and cash equivalents
and other unallocated head office and corporate assets as these
assets are managed on a group basis.

Intersegment sales and transfers are transacted with reference to
the selling prices used for sales made to third parties at the then
prevailing market prices.
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Notes to Condensed Consolidated Interim FfSEAGEPEHIMERRMZTE(E)

Financial Statements (Cont’d)

3. Operating segment information (Cont’d)

3. RESEER

For the six months ended BETHERLAER
Washing machine Water heater Integrated
business business channel services Total
HREEL BKEER RESAMBES @t
2010 2009 2010 2009 2010 2009 2010 2009
“E-BF -TTNF “E-FF “TTNF "E-ZF “TTNF “E-ZF —TTNF
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARETT ARETR ARETL ARETR ARETT ARETRT ARBTL
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REFZ) (REER) (REER) (REBR) (REEZ)
Segment revenue: AERA
Sales to external customers MSNEEPHE 3,727,168 3,672,601 932,648 999,339 8,033,143 - 12,692,959 4,671,940
Intersegment sales AERHE 942,421 - 506,740 - - - 1,449,161 -
Other revenue HibA 29,268 7,428 4,692 5,852 338 - 34,298 13,280
4,698,857 3,680,029 1,444,080 1,005,191 8,033,481 - 14,176,418 4,685,220
Reconciliation: BE:
Elimination of intersegment sales  ¥$HHERIEE (1,449,161) -
Total revenue FEVON 12,727,257 4,685,220
Segment results NEEE 227,554 153,548 98,111 49,407 80,527 - 406,192 202,955
Reconciliation: BE
Elimination of HEIERER
intersegment results (45,438) -
Interest income FIEYA 4,214 3,462
Corporate and other AR KA
unallocated expenses KOBER (21,528)  (5,090)
Finance costs BEKK (2,155 (4875
Profit before tax BRELATR R 341,285 196,452

Interim Report 2010
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BHEREEBRAA

Notes to Condensed Consolidated Interim FfSRAGEPEMERERMZT(E)
Financial Statements (Cont’d)

3.

Operating segment information (Cont’d)

o

i

Washing machine

30 June 31 December 30 June 31 December

“E-BF “TTNF “E-FF “TTNF

ARBTRT ARETT
(Audited) (Unaudited)
(B8R (REER)

Integrated
channel services Total
RERERBES @t

30 June 31 December 30 June 31 December

2009 2010 2009

“E-8F “TTNF “E-FF “TTNF

+=A +=A
=+-8 XA=+tHB =1-H°
RMB'000  RMB'000  RMB'000

ARBTT ARETT ARETR ARBTT ARETR ARBTL
(Audited) (Unaudited)
(Tah) (REER)

(Audited) (Unaudited)  (Audited)
(Taiz) (REER) (87

Segment assets

Reconciliation:

Elimination of intersegment
receivables

Deferred tax assets

Cash and cash equivalents

Corporate and other
unallocated assets

nE
BE
HED R
FEUER SR
ERLHBEAE
RERREEERR
REREM
ROEEE

paN ’EEE

2,394,643 2,780,780 557,086 2,441,752

- 5377876 3,337,866

- (21,114)
22,398 21,459
1,516,212 1,295,273

402,612 601,022

Total assets

BERE

7,319,098 5,234,506

Interim Report 2010
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Notes to Condensed Consolidated Interim FfSEAGEPEHIMERRMZTE(E)

Financial Statements (Cont’d)

4. Other income and gains H b A R Wi
For the six months
ended 30 June
BEXA=+HLXEAR
2010 2009
—E-EF ZETNF
RMB’000 RMB’000
ARBT T ARBTT
(Unaudited) (Unaudited)
(REEER) (REEZ)
Government grants * AT &> 25,092 2,632
Compensation received B U e B (8
from suppliers 6,499 6,438
Bank interest income RITHEUA 4,214 3,462
Gross rental income in respect T REF 2 EE
of land and buildings L ONL ] 1,177 10
Others HAt 1,530 4,200
38,512 16,742

* Government grants were received during the period as
encourage for conducting businesses in economic and
technological development zones in Qingdao, Wuhan and
Hefei.

5. Finance costs

* HACHRES  NERAELERIMEE
FREEZEBWERTREE - AES

Ej}o

[E5=§2%:

For the six months
ended 30 June
BEXA=1tRHLEXEA

2010 2009
—E-FF —TENF
RMB’000 RMB’000
AR¥TR AREFT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Interest on borrowings wholly BARAFREZEEEY
repayable within five years BERNE 2,155 4,875

Interim Report 2010
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Notes to Condensed Consolidated Interim FfSRAGEPEMERERMZT(E)
Financial Statements (Cont’d)
6. Profit before tax 6. PBRELADER

The Group's profit before tax is arrived at after charging:

AR B2 BRI ATE RIS HIBR T 51508 -

For the six months
ended 30 June
BEARA=tHLAAEA

2010 2009
—E-=F ZEENF
RMB’000 RMB’000
ARET ARBTT
(Unaudited) (Unaudited)
(REEER) (REEZ)
Depreciation of property, M - WENRERETE
plant and equipment 31,662 40,736
Depreciation of EMENE
investment properties 567 -
Recognition of prepaid TERIEN L3R
land premiums 1,278 916
Amortisation of intangible assets & /&= & 8 303 289
Loss on disposal of items HEWE  BER
of property, plant REIEE BB
and equipment 317 826
Equity-settled share VARR AR 45 55 2 B AR RE B =2
option expense 15,418 -

Income tax

7. BB

For the six months
ended 30 June
BZEAA=1HLAHEA

2010 2009

—E-EF —ZETAF

RMB’000 RMB’'000

ARET T ARBT T

(Unaudited) (Unaudited)

(REBEER) (REEZ)

Current — Mainland China BIER — A B K Bae 59,763 40,554
Over-provision in prior years WA FERRERE - (468)
Deferred RIE (939) 5,911
Total tax charge for the period HIRFIE Y H4a 58 58,824 45,997

Interim Report 2010
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No provision for Hong Kong profits tax has been made as the Group
did not generate any assessable profits arising in Hong Kong during
the period (2009: Nil).

Tax on profits assessable elsewhere in the PRC have been calculated
at the applicable PRC corporate income tax (“CIT"”) rates. Certain
subsidiaries of the Group are entitled to preferential tax treatments
including a reduction of CIT and a full exemption from CIT for two
years starting from their first profit-making year following by a 50%
reduction for the next consecutive three years. Certain subsidiaries
of the Group are entitled to preferential tax treatments of reduction
in CIT rate to 15%.

The calculation of basic earnings per share amounts is based on
the profit for the period attributable to owners of the Company
and the weighted average number of ordinary shares in issue
during the period.

The calculation of diluted earnings per share amounts is based on
the profit for the period attributable to owners of the Company. The
weighted average number of ordinary shares used in the calculation
is the number of ordinary shares in issue during that period, as
used in the basic earnings per share calculation, and the weighted
average number of ordinary shares assumed to have been issued
at no consideration on the deemed exercise of all dilutive potential
ordinary shares into ordinary shares.

Earnings EF|

Profit attributable to owners of AR EEREARRNZ
the Company, as used in the AN BIRRCR A i
basic earnings per
share calculation

A AEBYETARE BB 2R
E : )ﬁtiﬁ?ﬁﬂ’?ﬂjﬁi’éﬂ%ﬁﬁéﬁ(:%%h

A BIE o ith & AR B & M) 2 B8 - THIR R
ERATEEEMER(EEMEHR]) B R
B AEEETHWEARARZANABRER
B BREIREEMSEH - ARE B EER
FEEMBEFEZE2HBRPLEMEH AN
Hig @B = FREMRBP50% R EMSH - REH
ETHBARARZAVMAEERS KRR
M EMEHRE15%H -

BREABNZ SBIREBEHAARRRKRRE
giﬁéﬂ&,ﬁﬂ WE 1T E @R 2 InAE 3 B

BREERN 2 2B RB AR D EIRE
EENFE - FHEAZ BRI FIHETS
AR ESRERBNEAA 2 HABSHTE
BEREE  URBRRGETEMAEEHEE
§H§%%%@H§ﬁﬁf§?§ﬁ2%ﬁﬂ’x‘ﬂﬁéﬂ?i@

For the six months
ended 30 June
BZEANA=1+HILAEA

2010 2009
—2-%% i
RMB’000 RMB’'000
AR¥T T AREEFT
(Unaudited) (Unaudited)
(REER) (REEEZ)

276,303 143,573



Notes to Condensed Consolidated
Financial Statements (Cont’d)

Interim

Earnings per share attributable to owners of the company

(Cont’d)
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AR S P A BRI = ()
8. AATRRBESHEF(E)

Number of shares
BB E
For the six months
ended 30 June
BZEARA=t+THLAAEA
2010

—E-ZF —ZETNF
(Unaudited) (Unaudited)
(REEZR) (REEEZ)

2009

Shares
Weighted average number of
ordinary shares in issue

during the period used in the

basic earnings per share

i)
ARG ESRERER 2 HAR
BT R BRI FE 8

calculation 2,029,840,572 1,993,110,369
Effect of dilution — weighted B A LEiRinE T8
average number of ordinary
shares:
Warrants PRI 256,120,125 55,248,619
Share options i 54,615,109 -
Total HBET 2,340,575,806 2,048,358,988

Property, plant and equipment

During the six months ended 30 June 2010, the Group incurred
construction costs for production plants and purchased fixed assets
at a total cost of RMB14,548,000 and RMB288,000, respectively

(2009:

RMB28,717,000 (unaudited)

and RMB11,843,000

(unaudited), respectively). During the six months ended 30 June
2010, the Group disposed of fixed assets with a total net carrying
amount of RMB340,000 (2009: RMB9,551,000 (unaudited)).

9. M¥E BERRZRE
BHE-Z-—ZEA=1THILAER KEF
FEEERE CEENARBEETEEEZK
A REsERD R A ARE14,548,0007T & A
R#288,000t( ZEZNF : DAl ABARE
28,717,0007C (R &%) B AR 11,843,000
T(ARRER)) HE-_ZT—ZTFA=1+H
EAREA  AEEREETEEZREFER
A ARE340,000( ZEENF: AR
9,551,000 T (RL&EFEZ)) ©

Interim Report 2010
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HHEREEBRAF

Notes to Condensed Consolidated Interim
Financial Statements (Cont’d)

10. Trade and bills receivables
The Group normally allows an average credit period of 30 to 90 days
to its trade customers. An aged analysis of the trade receivables as
at the end of the reporting period, based on the invoice date and
net of provisions, is as follows:

AR S P M B R M ()

10. BREZRIKRRERE

AREBE—RiETHESEPFH30AEI0AZ
SEH - RMEHMRERE S RR(S B
) 2R IRER BTN

30 June 31 December
2010 2009
—E-EF ZETNF
~A=+8 +=ZR=+—H
RMB’'000 RMB’000
AR®T R AREEF T
(Unaudited) (Audited)
(REEXR) (B#=Z)
Trade receivables FEUE 5 BRK
Within 1 month MEAR 216,998 457,259
1 to 2 months 12218 A 188,961 72,298
2 to 3 months 2Z31@ A 129,828 71,415
Over 3 months HBiE3ME A 524,166 215,646
1,059,953 816,618
Bills receivables R EE 1,357,624 1,930,305
2,417,577 2,746,923

Included in the Group’s trade and bills receivables are amounts due
from Haier Affiliates amounting to RMB702,179,000 (31 December
2009: RMB407,193,000).

Interim Report 2010
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Notes to Condensed Consolidated

Interim

Financial Statements (Cont’d)

11.

12.
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R BRER S A B B R (4F)

Trade payables 11. FE{E%—T%E—E% ; . o
An aged analysis of the trade payables as at the end of the reporting R ERARENE SRR RIRREZAHS
period, based on the invoice date, is as follows: GIR O
30 June 31 December
2010 2009
—E-=F ZETNF
AB=+H TZA=+—H
RMB’000 RMB’000
ARBT T ARBTTT
(Unaudited) (Audited)
(REBER) (fe&E%)
Within 1 month 1MAAR 1,511,759 904,812
1 to 2 months 12218 A 53,192 626
2 to 3 months 2Z3ME A 23,388 302
Over 3 months BiB31E A 5,886 6,494
1,594,225 912,234
Included in the Group’s trade payables are amounts due to Haier AEEZENGESERRERNGREBEAL
Affiliates amounting to RMB1,535,622,000 (31 December 2009: I B ARM1,535,622,0000t( —EZEAF+
RMB896,044,000). —A=+—8: ARK®896,044,0007T) °
Issued equity 12. ERITHER
Share options B

During the six months ended 30 June 2010, 25,960,000 share
options were granted at an exercise price of HK$4.82 per share
and 800,000 share options were cancelled. There were no share
options exercised during the period.

Warrants

During the six months ended 30 June 2010, 10,000,000 warrants
were exercised for 10,000,000 shares of the Company of HK$0.1
each at an exercise price of HK$0.66 per share.

HE2ZZ—ZFA=Z1tHILAEAR  KA7]
LA IR TT1F (E4.82/8 T 1% H125,960,00017 i i
1 - WEEEH800,00017 FEARAE  HA D M (E{n] 8
AR HENETTIE ©

RIRFER
HE-_ZTZ-ZFEXA=+BIE<EAH "
10,000,00017 R HEFE JET T M B AR A R IR
&7 E0.66/8 7L E 1710,000,000/% & A%
BEONVBTZAAR B

Interim Report 2010
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Notes to Condensed Consolidated

Interim

Financial Statements (Cont’d)

13. Related party transactions
(a) The Group had the following material transactions with Haier

FRAAR S T HA B SRR M =E (45 )

13. BEALRS
(a) AEERHRESREEALZETUT

Affiliates during the period: BEARS :
For the six months
ended 30 June
BZEANA=1HLAREA
2010 2009
—E-ZF ZETNF
RMB’000 RMB’000
ARET ARBTFT
(Unaudited) (Unaudited)
(REBER) (REFEZ)
Export sale of washing S TR I UK B8
machines and
water heaters 513,180 399,028
Domestic sale of washing B 1) 6 R TR M S B 2]
machines and
water heaters - 2,139,263
Purchase of finished goods  #RAERIAL & 6,846,413 -
Purchase of raw materials PR 4,049,013 2,624,440
Printing and packaging ENfRI R B A B 7
fee expenses 463 8,869
Mould charges REELH 89,089 119,012
Utility service fee expenses AR ESZH 37,315 25,517
Logistic charges )Nk = -4l 207,582 141,514
Promotion fee expenses EEELT 67,909 51,290
Other service fee expenses — EA R E 76,842 80,382
Interest expenses FEZH 4,844 4,875
Interest income FLEWA 2,956 1,620
Trademark licence AERRES
fee expenses - -
Sales of gift products HEZ M 452 3,611

Interim Report 2010
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Interim

Financial Statements (Cont’d)

13. Related party transactions (Cont’d)

(b)

(9]

Compensation of key management personnel of the Group:
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R BAAR S F HA B TS ER AR MY =E (45 )

13. BE
(b)

AR5 ()

REBFEEIRAS 2 Hb -

For the six months
ended 30 June
BZEAXA=tHLAEAR

2010 2009
—E-EF ZEENF
RMB’000 RMB’000
AR¥T T ARBEFT
(Unaudited) (Unaudited)
(REERZ) (RE&ER)
Short term employee R EEA

benefits 880 325

Equity-settled share AR A H 2 B
option expense 2,852 -
Post-employment benefits  BEEL1Z 7&K - 27
3,732 352

In addition to balances of trade receivables and trade payables due
from/to Haier Affiliates as disclosed in the notes 10 and 11 to the
condensed consolidated interim financial statements, respectively,
the Group had the following material outstanding balances with
Haier Affiliates at the end of the reporting period:

(@

B RERA R BB mRMEI10R 11D
P ER R RIS R B A L 2 RIE
SRR MENE DR ERIN - AEH
MIE RS RBEA L 2 EAKER
BERIT -

30 June 31 December

2010 2009

—E-EF —ZETNF

ANB=+H +=ZA=+—H

Notes RMB’000 RMB’'000

Hiat AR¥T R ARBFT

(Unaudited) (Audited)

(REEZ) (EEZ)

Cash and cash equivalents  R& KIS EHEER 0) 682,018 679,020
Prepayments, deposits and ~ FEfFKIE ~ e K

other receivables H U R K 1,473,487 78,017

Other payables and accruals E L EMER L EFEE 1,056,611 628,642

Interest-bearing borrowings T EHEE (i) 74,000 74,000

Notes:

(i)  The balances represented deposits placed with Haier
Group Finance Co., Ltd. (“Haier Finance”), a subsidiary
of Haier Group and a financial institution approved by
the People’s Bank of China.

(i) The balances represented borrowings from Haier Finance,
which were guaranteed by Haier Corp.

Hrat -

() SHIEENEEEmYBEEREE
AR(DEBETE)) - A5HER 2N
B2 A R A A RETRT 2 B
21 -

(i) AEHEEERAMBEAZEER  #F
FSRBRAIER -
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Notes to Condensed Consolidated Interim
Financial Statements (Cont’d)

14. Contingent liabilities
At the end of the reporting period, the Group did not have any
significant contingent liabilities.

15. Operating lease arrangements
As lessor
The Group leases its investment properties under operating lease
arrangements, with leases negotiated for terms ranging from one
to five years.

AR S P M B R M (2

14.

15.

RAREE
RIMERR - ARESBEAEARAAE -

mERHRE

ERHBEA
AEBEBRBEEHOZFHBEREDR - H
HRAEAN T —FELF -

At the end of the reporting period, the Group had total future R|EHR - REBRZR TIHERHZ T

minimum lease receivables under non-cancellable operating leases BERUEZ REHOARRERKEHE S ABED
falling due as follows: N

30 June 31 December

2010 2009

—B-EF —TTHF

R<A=tH +-A=+—H

RMB’000 RMB’000

AR®T T ARBFT

(Unaudited) (Audited)

(REER) (&%)

Within one year —FR 2,016 2,016

In the second to fifth E-_ERF (RIEEEMTF)
years, inclusive 2,016 3,024
4,032 5,040

Interim Report 2010
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15.

16.

17.
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AR S P A B BRI (42

Operating lease arrangements (Cont'd) 15. REBEOTH(E)
As lessee EREBEA
The Group leases certain properties under operating lease AEBERBEEHRNLTHERE TYE - A
arrangements. Leases for the properties are negotiated for terms MEZERAZERNT —FE2REF -
ranging from one to five years.
At the end of the reporting period, the Group had total future RS R - NREERBER T HESH 2T
minimum lease payments under non-cancellable operating leases BEEUH 2 K ETHOA AR BN KEE S @M
falling due as follows: L
30 June 31 December
2010 2009
—E-2F —ZEENEF
ANA=+H +ZA=+—H
RMB’000 RMB’'000
AR®BT T AREFT
(Unaudited) (Audited)
(RBER) (&%)
Within one year —FR 12,284 16,500
In the second to FERE (PREEEME)
fifth years, inclusive 1,931 4,593
14,215 21,093
Commitments 16. &iE
In addition to the operating lease commitments detailed in note Br £ SCPTRE15FTRF AR & M AR IN  REE
15 above, the Group had the following commitments at the end REREEIR B LA TR -
of the reporting period:
30 June 31 December
2010 2009
—E-EF —ETNEF
A<A=tH +=ZA=+—H
RMB’000 RMB'000
ARET ARBTT
(Unaudited) (Audited)
(REBER) (&%)
Contracted, but not provided for: ZET4ME KRB :
Property, plant and equipment Y - BB RS 25,483 21,196
Approval of the interim financial report 17. FHMBHREZHE

The financial statements were approved and authorised for issue
by the board of directors on 26 August 2010.

BBRIER_T-—ZTFN\A-+BEKES

SHUE MR -

Interim Report 2010
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Overview

The global economy has been on a gradual road to recovery in the first
half of 2010, though the outlook continues to be filled with volatilities,
while the PRC economy grew significantly as compared to the same
period last year. Since 2009, the PRC Government has introduced a series
of measures to stimulate economic growth, and in 2010 continued to
expand on the implementation of domestic stimulus policies such as
the “Rural Area Subsidized Electrical Appliances Purchase Policy” and
the “Subsidy for Energy Efficient Appliances”. In addition, the rapid
instigation of the “Home Appliances Replacement Policy” throughout
the country created a favorable environment for the Group’s business
growth.

In April 2010, the transfer of the 31.93% shareholding of the Group
which was originally held by Haier Group to Qingdao Haier Co., Ltd
("Qingdao Haier”) was completed and Qingdao Haier became the
controlling company of the Group, further aligning the interests of the
Group with those of the Qingdao Haier. As the only internationalized
listed platform under the Haier Group, and with the full support of both
the Haier Group and Qingdao Haier, the Group intends to embrace the
trend led by the new internet era and vigorously develop an integrated
network combining online and physical elements, that is, extracting
demand through online channels while physically delivering goods and
services to the doorstep of consumers. As such, the Group is able
to provide one-stop solutions for distribution partners, end-users and
suppliers, aiming to realize the strategic goal of becoming the leading
integrated channel services provider in the third- and fourth-tier markets
in the PRC.

The business model of the Group’s integrated channel services in the
third- and fourth-tier markets is to provide distribution partners in these
markets with value-added services such as order planning, inventory
management, logistics and distribution, after-sales services and technical
training via virtual communication means including websites, telephone
and electronic mail, and by leveraging on the nationwide logistics and
distribution network of the Group or Haier Group. The Group has adopted
a Just In Time (“JIT") operation model, which aims at maintaining a
minimal inventory level, allowing distribution partners to realize rapid
sales turnover with a low capital outlay, in order to accelerate their capital
turnover. We plan to utilize this integrated channel services platform to
attract non-Haier brands, so that more brands and products will flow
through this network. Our business objective is to realize a win-win
situation by becoming a true partner of our distributors, and helping
them to conduct business in a simple and effortless manner with a
minimum amount of capital.

=2

—E-EFEL¥FEREERFEMER - BOE
BREIRERR  MPEKLEINRLEFRBAXN
WEMNERTT - —Z2TAFURBEREE T —F5H#
PRBRERONEE £ T -FFIRETH]-
[ENRERRG | SBARNRAORAMBREALES - [RE
MBI IBREZEHBERNTEHERE - RAKEN
EBHEREHT AFBERERE

—T-TFENA FEEARNERAR(EEE
AR RREREERRFENAEE31.93%
th RAHAKERBUEZERNEAF 58568
HASEOMNASAEINBRE - FAEREEET
M- EmFE  EEREEESARNKRSN
XEFT AEEAEREAREROIREFKEES
o ANEREEERANER(ERZEFRNE
WERELEPY) - REHBHMERAPARMER
RE—GEXBATR  UERKATE= - IRT
BRLERBEERBEEKIKERE -

AEE=  WRATHEREFERBOBHEEXZ
BRMERD = MATENEEL - NBEEZHES
W EAWE @ BHEERKEME - B
AEERERAREMZERNOYRMEXER
A= WIRTHERNDEEHFRETERS 7
BEIE  MRkZE B8 REIIFIgERY
T ZEFTHNFNHE ELRA - EF0HE
HEBEERE - MRE S AWEREEHEMD) /N
AERNEE - BPEH B RES S RFRARS
HIFBMmiE  REERMARBEASRBER
LEFEZmEMEZERERE -  RMANBERES
EERMAKRSEALHEBETENBERH - B
AIRRENE ST RMETELSR SRR
SHEIEER -



Overview (Cont’d)

During the first half of 2010, in addition to its ongoing development
and manufacturing of washing machines and water heaters, the Group
also began engaging in the integrated channel services business for
other home appliance products such as refrigerators, televisions and
air-conditioners, of both Haier and non-Haier brands, substantially
broadening its sources of revenue and driving its profit growth.

Financial Review

Business Overview

ltems 1HE
Revenue: N
Existing washing machine and [RB ST | B BEE T

water heater business

\

Integrated channel services business REBEEREEY

Intersegment elimination BRACEH

Consolidated aptiA

EBITDA

Profit attributable to owners of AN IR A i
the Company

Earnings per share attributable to RATEBRRRELGRET
owners of the Company

Basic EIK

Diluted By
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BB (E)

TR -TFELPHFAEETERR TIRREREUK
REBNFELER  RRBKNERTEKE  ER
BhEAEEMEAREERMIFTRREERD
REBEARBEY BEARTASEEANES
TRAERE -

B H R

For the six months
ended 30 June
BZEAA=1HLAREA

2010 2009
—E-EF —ETNF
RMB’000 RMB’'000
FET FHT
(Unaudited) (Unaudited)
(REEXR) (REEZ)
6,108,977 4,671,940
8,033,143 -
(1,449,161) -
12,692,959 4,671,940
373,036 239,806
276,303 143,573
13.61 cents % 7.20 cents?m

11.80 cents% 7.01 cents?
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Financial Review (Cont’d)

Business Overview (Cont’d)

The Group's revenue for the first half of 2010 amounted to RMB12,693
million, an increase of 171.7% from the RMB4,672 million achieved in
the first half of 2009. Two major factors contributed to this increase.
Firstly, the Group’s existing washing machine and water heater business
enjoyed strong growth, with revenue surging by 30.8% from RMB4,672
million in the same period last year to RMB6,109 million in the current
period. Secondly, the Group began its integrated channel services
business in third- and fourth-tier markets during the first half of the
year, recording a revenue of RMB8,033 million, of which RMB1,449
million was attributable to washing machines and water heaters utilizing
the integrated channel services. EBITDA (profit before interest, tax,
depreciation and amortization) for the period amounted to RMB373
million, representing an increase of 55.6% over the first half of 2009.
Profit attributable to owners of the Company for the period increased
by 92.4% to RMB276 million, as compared to RMB144 million in the
first half of 2009. Basic earnings per share attributable to owners of
the Company for the period was 13.61 cents, representing an increase
of 89% over the first half of 2009.

Gross profit margins

During the period, the general procurement cost of raw materials for
home appliances has increased, while the adjustment on the standard
of minimum wages has caused a corresponding increase in labour
costs. In order to mitigate the cost pressure brought about by the
change in external variables, the Group has reduced its cost through the
optimization of its product mix, and the utilization of modular design and
production. These have greatly alleviated the impacts of rising costs as a
result of the volatile environment. Gross profit margins for the washing
machine and water heater businesses for the period were 26.8% and
40.4% respectively, representing a decrease of 3.87 percentage points
and 5.66 percentage points over the respective gross profit margins for
the first half of 2009.
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Financial Review (Cont’d)
Business Overview (Cont’d)
Gross profit margins (Cont’d)

The gross profit margin for the Group’s integrated channel services
business in third- and fourth-tier markets was 2.6%. Because the Group
generated higher revenues from its integrated channel services business
in third- and fourth-tier markets, and given the substantial gap between
the gross profit margin of its integrated channel services business and
that of its washing machine and water heater businesses, the Group’s
overall gross profit margin decreased from 33.9% for the year ended
2009 to 15.7% during the period.

Selling and distribution costs

Through a mechanism whereby the frontline sales force is responsible
for ultimate result of their own individual orders, and by enhancing
the marketing benefit expense ratio, the Group’s ratio of selling and
distribution costs to revenue for its washing machine and water heater
businesses decreased from 22.7% in the first half of 2009 to 20.0%
during the period.

The ratio of selling and distribution costs to revenue for the Group’s
integrated channel services business in third- and fourth-tier markets
was 1.3%. Sales and distribution costs mainly arose from promotional
fees and advertising fees.

Administrative expenses

A new initiative of connecting the sales force with their orders and
setting up an individual profit and loss account has enhanced the overall
operating efficiency of the Group. Its ratio of administrative expenses to
revenue for the washing machine and water heater businesses decreased
from 7.2% in the first half of 2009 to 5.6% during the period.

The ratio of administrative expenses to revenue for the Group’s home
appliance integrated channel services business in third- and fourth-tier
markets was 0.24%. Administrative expenses were mainly made up of
office expenses, rental expenses and staff costs.

The ongoing disciplined management on the cost of sales and
administrative expenses has greatly increased the net profit level of the
Company.

29

Haier Electronics Group Co., Ltd

HHEREEBRAF

P EIRE (%)
REME(#E)
ENERE)
ZAN @ﬁm%ﬁL@Aﬁﬁiﬁm%ﬂT%

2.6% ' BRA= - MEMIHRERERBEEBHRA
BR - MmEMNEM LR ﬁm“%%Z%ﬂ$
EZBERR MAEEERBENERH_ZTNFE2F
HI33.9% M EH =F—FF E¥FHI15.7% °

HERDHEM

MREEERAES —KE - BATSERNKRA

ELLA - NEDAERERRKBEXBEHHEE RS H

EREZEBBRALER -_SZNF EFFHN22.7%
TR =2 —-ZFRE220.0% °

E,
HERGZEBBRALETRI3%
ZERHEENESER -

MM RBEARBER A HERD
HEBRHEBE

EHEER

BETAEE—  BFETTWNAIFHKS - A48
%@%ﬂﬁvﬁﬁﬁﬁﬁﬁmmmﬁﬁmﬁﬁﬁﬁ
WAL R —FTNF FEFNT 2% TR =F
—ZFEE25.6% °

= MBS RESRARBER A EBBH
IR EBWALL R E0.24% @  HAERERATFER
WAE HEBRABRY -

HEBRME
FEAKFE

IR E AT BB KRR T A RF



30

Haier Electronics Group Co., Ltd

BEEREEARAF

Financial Review (Cont’d)

Financial position

ltems EHA
Non-current assets FEREEE
Current assets MENEE
Current liabilities mEAE
Non-current liabilities JERBNAE
Net assets HEE

The Group maintained a healthy financial position during the period.
Net assets increased from RMB1,572 million as at 31 December 2009
to RMB1,877 million as at 30 June 2010. The Group’s cash and cash
equivalent balance for the period increased by 17.1% to RMB1,516
million, from RMB1,295 million as at 31 December 2009.

Working capital
Trade and bills receivables turnover

Following the Group’s adoption of the JIT business model, trade and
bills receivables turnover relating to the Group’s washing machines and
water heaters decreased from 87 days at the end of 2009 to 77 days
for the first half of 2010 (Among the total trade and bills receivable
from washing machine and water heater business, the bills receivable
accounts for 63.9%).

Customers of the Group’s integrated channel services business in third-
and fourth-tier markets were small-scale resellers who generally prepaid
in cash. Besides, our business model can lower our customers’ working
capital requirement which make them prepay in cash easily. As a result,
trade and bills receivables turnover during the period was just 1 day,
significantly lower than the industry average.
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Financial Review (Cont’d)

Financial position (Cont’d)

Working capital (Cont’d)

Inventory turnover

The Group’s JIT policy, designed to optimize inventory levels, allowed it to
lower its inventory levels using various measures which included the use
of rolling order forecasts, and production and procurement according to
market orders. As a result, the Group’s inventory turnover for washing
machines and water heaters decreased from 18 days at the end of 2009
to 7 days for the first half of 2010, representing an improvement in the
rate of asset turnover.

Inventory turnover for the Group’s integrated channel services business
was 10 days for the period, due to the need to allow for transportation
time and the collection of orders. Inventory turnover was significantly
lower than the industry average, a fact which greatly improved cash flow
arising from the operating activities of the Group’s integrated channel

services business.
Payables turnover
Payables turnover relating to the Group’s washing machine and water
heater business decreased from 41 days at the end of 2009 to 26 days

for the first half of 2010.

Payables turnover relating to the Group’s integrated channel services
business stood at 15 days.
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Management Discussion

Business Review and Outlook

Segment results

and Analysis (Cont’d)
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Business Review and Outlook (Cont’d)

Washing Machine Business

The Group’s washing machine business comprises the manufacture and
sale of top-loading and front-loading washing machines. Revenue from
the Group’s washing machine business increased by 27.1% in the current
period, from RMB3,673 million in the first half of 2009 to RMB4,670
million in the first half of 2010. According to market research reports
by China Market Monitor (a China-based market research company),
the Group’s washing machines enjoyed a domestic market share of
28.5% in terms of sales volume for the period, which meant that they
continued to rank No. 1 in the domestic market. Revenue from the
export of washing machines grew by 25.5% for the period over the
corresponding period last year.

Operating profit from the Group’s washing machine business increased by
48.2%, from RMB154 million for the first half of 2009 to RMB228 million
for the first half of 2010, while the operating margin increased from
4.2% for the first half of 2009 to 4.9% for the first half of 2010.

During the period, the Group’s domestic washing machine business
experienced an upward trend in line with the increased spending power
of consumers, further boosted by ongoing policies of stimulating domestic
demand implemented in China, such as the “Rural Area Subsidized
Electrical Appliances Purchase Policy”, the “Subsidy for Energy Efficient
Appliances” and the “Home Appliances Replacement Policy”. According
to data from China Market Monitor, retail sales of top-loading washing
machines and front-loading washing machines grew by 21.5% and
48.6% respectively year-on-year. Following steady overall growth in the
domestic washing machine industry and an increase in the number of
the front-loading products, and boosted by marketing activities for the
Casarte duplex high-end front-loading products and high-end variable
frequency dual-drive top-loading products, the Group’s washing machine
products recorded stronger growth in the first half of 2010.

The Group expects that positive factors such as the arrival of the peak
sales season in the second half of the year and increasing consumer
demand for high quality washing machines will drive continuous growth
in sales of its high-end products.
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Business Review and Outlook (Cont’d)
Water Heater Business

The Group’s water heater business includes the manufacture and sale of
electrothermal, gas and solar energy water heaters. Total revenue from
its water heater business increased by 44.0%, from RMB999 million for
the first half of 2009 to RMB1,439 million for the first half of 2010.
According to market research reports issued by China Market Monitor,
the Group’s water heaters enjoyed a domestic market share of 20.0%
in terms of sales volume, continuing to rank No. 1 in the domestic
market. Revenues from exports of water heaters in the period rose by
274.8% compared with export revenues in the corresponding period
of last year.

The Group aggressively developed new sales channels such as
Neighborhood stores, strengthened its product design concept such
as “low carbon based and environmentally friendly” and
conservation and emissions reduction”

“energy
, and provided solutions for the
installation and design of hot water supplies. Due to these initiatives,
the Group kept pace with market developments and continued to meet
the needs of customers. With regard to the Group’s export business,
the launch of gas water heaters in overseas markets for the first time
supported overall growth of water heater business.

The operating profit of the Group’s water heater business rose by 98.6%,
from RMB49 million for the first half of 2009 to RMB98 million for the
first half of 2010, while the operating margin increased from 4.9% for
the first half of 2009 to 6.8% for the first half of 2010. In response to
growing demand from users for energy-saving and low carbon-based
products, the Group developed new and innovative products such as its
3D sharing product series, along with new products meeting the needs of
rural markets, new low emission and environmentally friendly gas water
heaters, and other popular types of water heaters. In addition, besides
maintaining its leading position in the electric water heater market and
launching gas water heaters in overseas markets, the Group also made
investment into research and development of solar energy water heaters.
During the first half of 2010, the Group’s solar energy water heater
business achieved a growth rate of above a hundred percent. Since
solar energy water heater’s application in rural areas are high potential,
considering currently relatively fragmentary industry structure, the Group
believes, that its strong brand influence and network advantage will help
its solar energy water heater business emerge as an important market
consolidator.
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Business Review and Outlook (Cont’d)

Integrated Channel Services business

From the second quarter of 2010, the Group has purchased products
such as computers, televisions, refrigerators and air-conditioners from the
Haier Group and Qingdao Haier, its parent company. Using a wholesale
distribution and order-driven operating model, the Group then sold
these products, along with its self-manufactured washing machines
and water heaters, to local retailers in third- and fourth-tier markets,
meanwhile providing them with logistics and fulfillment services. To
date, it has established a leading rural distribution network for home
appliance products.

Following gradual development of the Group’s integrated channel services
business across the first half of 2010, the revenue generated from this
segment amounted to RMB8,033 million, of which the distribution of
washing machines and water heaters attributed to 18% of segment
income, or RMB1,449 million. Other Haier and non-Haier brand home
appliances distributed attributed to 82% of the segment income, or
RMB6,584 million.

The operating margin of the Group’s integrated channel services business
was 1.0%.

Currently, the Group has established supplier relationship with more
than 7,000 local retailers in counties across China, with coverage of
over 90% of counties. The Group also has developed a network of
around 30,000 shops at town level, representing coverage of over 65%,
and around 130,000 contact points in villages. Meanwhile, the Group
has been improving its customer management system, setting up a
membership system for local retailers that has enabled them to collect and
organize information about end customers. As for logistics services, the
Group currently provides customers with efficient services by utilizing the
logistics network and equipments owned by Haier Group company.
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Business Review and Outlook (Cont’d)

Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with
a current ratio of 126.6% as at 30 June 2010 (31 December 2009:
130.2%). As at 30 June 2010, the Group had a cash and cash equivalent
balance of RMB1,516 million (31 December 2009: RMB1,295 million).
Bank and other borrowings amounted to approximately RMB74 million
(31 December 2009: RMB74 million), of which none was due within one
year (31 December 2009: nil), and approximately RMB74 million was
due after one year (31 December 2009: RMB74 million).

By focusing on cashflow management, the Group has been able to
maintain a strong cash position with a net cash balance (cash balance
less borrowings) of RMB1,442 million as at 30 June 2010 (31 December
2009: RMB1,221 million). The Group’s healthy liquidity position ensures
the financial flexibility to capture investment and acquisition opportunities
as they arise.

Gearing Ratio

As at 30 June 2010, the Group’s gearing ratio (defined as total borrowings
over net assets) was 4% (31 December 2009: 5%). The decrease in the
ratio was due to the increase of the Group’s net assets from RMB1,572
million as at 31 December 2009 to RMB1,877 million as at 30 June
2010.
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Business Review and Outlook (Cont’d)

Treasury Policies

The Group employs a prudent approach to cash management and risk
control. Most of the Group’s revenues and payments are denominated
in Renminbi and Hong Kong dollars. Cash is generally placed in short
term deposits denominated either in Renminbi or Hong Kong dollars.
As at 30 June 2010, most of the Group’s borrowings were denominated
in Renminbi and most of them carried interest at floating rates. Foreign
currency risk is largely, though not fully, mitigated as liabilities in Renminbi
are substantially offset by the Group’s earnings, most of which are derived
from domestic sales in the PRC and are denominated in Renminbi, and
only approximately 4% of the Group’s revenue is derived from export
sales and is denominated in other currencies. The Group does not have
any significant interest rate risk as it has an overall net cash balance. The
Group does not have any financial instruments for hedging purposes.

Capital Commitment

The Group had capital commitments amounting to RMB25 million as
at 30 June 2010 (31 December 2009: RMB21 million). These capital
commitments were all contracted, but not provided for, and mainly
related to the purchase of machines to expand the Group’s production
capacity.

Capital Expenditure

From time to time the Company estimates capital expenditure and
investment in the washing machine, water heater and integrated channel
services business. These amounts are subject to such factors as the need
to construct new workshops, upgrade machinery and equipment, and
invest in establishing strategic alliances. The Company expects that most
of its capital expenditure in coming years will arise from the need for
investment in its integrated channel services business segment.

Contingent Liabilities

As at the balance sheet date, the Group did not have any significant
contingent liabilities.
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Business Review and Outlook (Cont’d)

Employees and Remuneration Policy

The total number of employees of the Group as at 30 June 2010
was approximately 18,200, representing an increase of approximately
19.7% as compared to 31 December 2009. The number of employees
of the integrated channel services business in third and fourth-tier
markets represented approximately 8.8% of the total number of the
Group’s employees. The Group ensures that remuneration packages
for its employees remain competitive, and its employees are generally
remunerated with fixed monthly wages, normally reviewed annually,
along with discretionary performance bonuses.

Outlook

Looking forward, the Group is working to identify and respond to various
challenges that possibly hinder its future growth.

The risk of diminishing marginal effect of stimulation brought by
“Rural Area Subsidized Electrical Appliances Purchase Policy” and
“Home Appliances Replacement Programme”

According to data from the research department of the Ministry of
Commerce, 32,518,000 units of home appliances were sold throughout
the country under the Rural Area Subsidized Electrical Appliances Purchase
Policy in the period between January to June 2010. This represented sales
of RMB67,800 million, and the scope and coverage of this preferential
policy is continuously enlarging. The Rural Area Subsidized Electrical
Appliances Purchase Policy has provided the Group with substantial
business opportunities, but it must be recognized that the marginal
stimulus created by the Policy in third- and fourth-tier markets may
gradually diminish. We believe that business model and network
innovation will be the winning strategy to cope with the potential
challenges in the rural home appliance market.

Price war in the washing machine industry

The Group is also aware that competition in the washing machine industry
is likely to become fiercer. The price war is launched by foreign brands
and domestic competitors. To counter this, the Group will persevere at
competing based on value, instead of prices, of its products. The Group
will offer products with high added value and efficiently allocate its
resources to meet the customized demands of the users, giving them
value beyond expectations and providing total satisfaction.
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Business Review and Outlook (Cont’d)

Outlook (Cont’d)

Reliance on its parent company on its development of integrated
channel services business in the third and fourth-tier markets

While expanding its integrated channel services business into third- and
fourth-tier markets, at this stage we remain dependent on Qingdao
Haier as our single largest supplier, and remain to a certain extent on
services provided by Haier Group, including transportation services and
after-sales service supporting.

As such, the Group is building a service network combining virtual and
physical elements which is centralized on enhancing customers’ loyalty,
in which the important step is actively developing procurement resources
of other brands and producers. Meanwhile, the Group is currently in
discussions with Qingdao Haier and the Haier Group in respect of
strategic assets’ long-term arrangements and the redeployment such
as logistics assets.

Requirement of considerable capital expenditures for the
development of integrated channel services business

Our integrated channel services business growth depends upon
introducing more suppliers and deepening the distribution network.
While developing supplier relationship with non-Haier brands, we might
be forced to increase our capital requirement to provide supply chain
services, after-sale service and marketing activities.

In the future we expect to invest significantly in our integrated channel
services business to strengthen the integrated supply chain service
provider capabilities through strategic alliances or acquisitions which
may also cause us to use a substantial portion of our cash resources.

Looking ahead to the second half of year, the Group is confident that,
with the building up of the autonomous operation mechanism mentioned
in the 2009 Annual Report, the Group will put in place an incentive
system that will fully motivate management and staff alike, and enable
them to utilize better our brand and network advantages aiming at
bringing success to our customers and retail partners. Consequently, the
Group could achieve sustainable growth in its mature business, while
also rapidly developing its emerging business.

39

Haier Electronics Group Co., Ltd

HHEREEBRAF

EBOBERRE(HE)

RE (&)

EXNBREN= EORDEREFEBMBELSE
REREG AT

ERER=  HAMSEREGARFRBBET -

%%ﬁﬁ-mk&@ﬁ%ﬁ%iﬁﬂiﬁﬁl'ﬁ
#ﬁ”ﬂ%%ﬁ@%ﬁﬁm“—eﬁﬁﬁﬁ'ﬁﬁ

BRAMRBEBERBRN EBEEERN — KR
% HhERlmRmERRyg o

At - AEBERRSEFPHERD THNEELS
E’]W% #%/ML&HW“F%Z% ’ ﬁﬁ%ﬁgﬁ muﬁﬁﬁﬁ%
BER RANNEESERNEREERIYREH
MEENRPBLYAMLESTR -

BRREGEMBEBAFTEREERRA

AEENREFARBEBERIANREZE M
EAMSIARD HEGNRL  ERREFEEM
BERRERBENRE  AKEXGBMNELT
2 NRHEHERRYG  ERRELTIGHERES
) o

AEBFEMARAKRALGAERENREBGARBEE
% BB R BB AR b R R B E L
REERERARBFEARBEHRENREES -
ZEERDRAREFERERAREREELENREE
IR e

$%.ﬁﬁ®ﬁ?¥¢’@Lf77ﬂ¢¢ﬁh&
METRESRNER  ELHBERTNESE TS
@ﬁ@@ﬁﬁlﬁﬁﬁ’ﬁ%ﬂ%ﬁﬁﬂﬁ%ﬁ%
MRS - AP D K ER T R #
HoONEBERRAERBERINEERBEIRLERS
B o



40

Haier Electronics Group Co., Ltd

BEEREEARAF

Neither the Company, nor any of its subsidiaries had purchased, sold
or redeemed any of the listed securities of the Company during the
period.

The directors do not recommend payment of any interim dividend (2009:
nil) for the six months ended 30 June 2010.

The corporate governance practices adopted by the Company throughout
the period for the six months ended 30 June 2010 were consistent with
those disclosed in the Company’s 2009 Annual Report.

Compliance with Code on Corporate Governance Practices of the
Listing Rules

During the period for the six months ended 30 June 2010, the Company
had complied with the applicable code provisions (the “Code Provision(s)”)
and principles under the Code on Corporate Governance Practices (the
"CG Code"”) as set out in Appendix 14 to the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), except for the following deviations:

Under the Code Provision A.2.1, the roles of chairman and chief executive
officer (“CEQ") should be separate and should not be performed by
the same individual. The Company does not currently have any person
holding the title of CEO. Ms. Yang Mian Mian is the chairman of
the Board and is also performing the functions of CEO. The Board
meets regularly to consider major matters affecting the business and
operation of the Group. The Company believes that the combination of
the roles of chairman and CEO can promote the efficient formulation and
implementation of the Company’s strategies which will enable the Group
to seize business opportunities efficiently and promptly. Meanwhile, the
Company believes that through the supervision of the Board and its
independent non-executive directors, checks and balances exist so that
the interests of the shareholders are adequately and fairly represented.

AREHEEMMEA TEAHHVMEE@%%“
B MmN R ] T RE

HER

EETEEMEE2E T —SFA=1+HILEREA
IREBEERRBARE(ZETNE - &) -

ARFRBE=T—
2 & TR KRR
BREEAH

ZENRA=TRBIENEA#E
IRRRIZ —BENFFBRA

BFETRAZEEERERTA
REBE-Z-—ZFA=THIXNEAREA - B
TEIHE%‘E’)?\\'K A—BEETEEMARXIMER
REI(TBER P DRESF ETRR(T ETRA DM %14
FrEdRERT A TA(TRRERTR ) ERTA
s ([ sp RS ) RIR A

RIBTRERA 2.1 TFEEITHARE ([TTHAE])
ZAeRBES X TEA—ARERE - AR7
BRI EE AT HEETRARZBA - HReL
TREZSIF RANFRETRARZBE -EF
SEHRTER UFELSEERBEFZERS
HINAZE - ARAARA AHR—AREEEER
BEEATERBAINRESARANEERERNIT
MK EPRAEEESBEFHITERHE - AR
AIRERR  EARREZTTNBIIFNTESN
EET  RBHEHE - RRNONEENFTUATES
RAFHIEIR



Compliance with Code on Corporate Governance Practices of the
Listing Rules (Cont’d)

Under the Code Provision A.4.1, non-executive directors should be
appointed for specific terms, subject to re-election. Currently, all the non-
executive directors of the Company are not appointed for a specific term
but are subject to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the Company’s
Bye-laws and their appointment will be reviewed when they are due
for re-election.

Under the Code Provision E.1.2, the chairman of the board should attend
the annual general meeting. The Chairman of the Board did not attend
the 2010 annual general meeting of the Company as she had overseas
business trip at that time.

Model Code for Securities Transactions by Directors

The Company has adopted a Model Code for Securities Transactions by
Directors (the “Haier Electronics Model Code”) on no less exacting terms
than the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Listing Rules. Upon specific
enquiry by the Company, all Directors of the Company had confirmed
that they had complied with the required standard as set out in the
Haier Electronics Model Code throughout the period for the six months
ended 30 June 2010.

Changes of information of directors under Rule 13.51B(1) of the
Listing Rules

Below are the changes of directors” information required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules:

During the period, Mr. Cui Shao Hua, the former executive director of
the Company resigned as authorized representative of the Company, and
Mr. Zhou Yun Jie, the executive director of the Company was appointed
as authorized representative of the Company.

Mr. Zhou Yun Jie, Mr. Li Hua Gang and Mr. Sun Jing Yan, the executive
directors of the Company were appointed as directors of the Group’s
subsidiaries including Goodaymart (Shanghai) Trading Company Limited,
Haier Electronics Sales (Hefei) Company Limited and Chongging New
Goodaymart Appliances Sales Co., Ltd.
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Changes of information of directors under Rule 13.51B(1) of the
Listing Rules (Cont’d)

Subsequent to the balance sheet date on 6 July 2010, Mr. Zhou Yun
Jie has ceased to be the director of Fisher & Paykel Appliances Holdings
Limited (a company listed in Australian Securities Exchange and New
Zealand Exchange), an associated company of the Haier Group. Mr.
Zhou Yun lJie has also been appointed as the director of Haier (Italy)
Appliances S.P.A., an affiliated company of Haier Corp.

Save for the information disclosed above, there is no other information
required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules.

Audit Committee

The Company has established an audit committee comprising three
independent non-executive directors of the Company. The audit
committee had reviewed, with no disagreement, with the management
the accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters including
the review of the unaudited condensed consolidated interim financial
statements of the Group for the six months ended 30 June 2010.

I would like to take this opportunity to thank all my fellow directors
and staff for their dedicated services, contributions and support during
the period.

By Order of the Board of
Haier Electronics Group Co., Ltd.
Yang Mian Mian

Chairman

Hong Kong, 26 August 2010
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Directors and chief executive of the Company

Save as disclosed below, as at 30 June 2010, none of the Directors
and the chief executive of the Company and their respective
associates had any interest and short position in the shares,
debentures or underlying shares of the Company and its associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO")), which would have to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO, or as recorded in the register required to
be kept under section 352 of the SFO or as otherwise required to
be notified to the Company and the Stock Exchange pursuant to
Part XV of the SFO or the Model Code for Securities Transactions
by Directors adopted by the Company:

(a) Long positing in underlying shares of the Company
pursuant to share option

Number of share
options granted
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(a) REBRERAQXTDEERD 2HA

Exercise Approximate %
price of issued Shares
per Share upon exercise of

Name and not yet exercised Exercisable period (HK$) share options
E2RHE RITEBRER
W RITREZ BRITEE HEBRTRG
HB BREHE TR (Er) ZBHNEDE
Mr. Zhou Yun Jie 7,900,000 18 September 2010 to 1.70 0.39
AEREE 17 September 2014
—E-ZEFAATN\RE
ZE-MEAATEH
Mr. Li Hua Gang 2,300,000 18 September 2010 to 1.70 0.1
FEM 54 17 September 2014
“E-TEAATNEE
—T-WFEAATER
Mr. Sun Jing Yan 2,300,000 18 September 2010 to 1.70 0.11
BRESE 17 September 2014
—E-ZEAATNBEZE
—T-WFEAA+TLER
Mr. Wu Ke Song 10,600,000 18 September 2010 to 1.70 0.52

EWER /e

17 September 2014

—E-ZEFEAA+NAE
—E-NFNA+EH
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(i) Directors and chief executive of the Company (Cont’d)

(b) Long positing in shares of Qingdao Haier

(0

() FRARAESRESTBRAEE)

(b) REBBEZRDZERE

Percentage of

Number of total registered

Name Type of interest Capacity shares share capital
H 2R
=L ERER 52 RHEE REZBEDL
Ms. Yang Mian Mian Personal Beneficial owner 61,336 0.0046%
S ARAR L £ fEA EmlEEA
Mr. Zhou Yun lJie Personal Beneficial owner 49,149 0.0037%
AEREE EA EnEAA
Mr. Li Hua Gang Personal Beneficial owner 46,000 0.0034%
FERITAE (EPN BEREAA
Mr. Wu Ke Song Personal Beneficial owner 61,336 0.0046%
R/ & A EmlEEA
Mr. Liang Hai Shan Personal Beneficial owner 39,960 0.0030%
gL EA E=mEAA
Long positing in underlying shares of Qingdao Haier () BEEBMZMEBERMNZER
Approximate %
of total
registered
Number of share Exercise share capital
options granted and price upon exercise of
Name not yet exercised Exercisable period per share share options
(RMB)
2&RHE RITEBRER
i RATEZ BRITEE H2HTMRE
7B BREHE TR (ARHE) ZHHRED
Ms. Yang Mian Mian 2,250,000 28 October 2009 to 10.88 0.17
GARAR T 27 October 2014
—ETAFTAZTNARE
“E-MFE+AZ+tH
Mr. Liang Hai Shan 1,580,000 28 October 2009 to 10.88 0.12

RFLEE

27 October 2014
“ERAFTA-TNAE
—2-mE+A=+EA



(ii) Substantial Shareholders

Save as disclosed below, as at 30 June 2010, the Directors and
the chief executive of the Company were not aware of any other
shareholders interested in 5% or more of the interests and short
positions in shares and underlying shares (“Share(s)”) of the
Company or any person (other than a Director or chief executive
of the Company) which would fall to be disclosed to the Company
pursuant to Divisions 2 and 3 of Part XV of the SFO or as otherwise
recorded in the register required to be kept by the Company under
section 336 of the SFO:

Long positions in Shares:

Name of shareholder

RERERE
Qingdao Haier Collective Asset SEEREREE
Management Association Elne

([EMEREERE] )

("Haier Collective Asset Management”)

Haier Corp HRERE AT
Haier Investment BRRE
Qingdao Haier EE8R

BB (FE)BRAR
( I&&BE])

Haier Shareholdings (Hong Kong)
Limited (“Hong Kong Haier”)

(i) EERR(E)

BT XX PTEE & 4
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Notes

Hiat

Number of
Shares held

RO EE

1,376,392,592

1,376,392,592

1,376,392,592

1,039,792,592

647,115,110

i ZRAR B RE

WK A FE K

Approximate
percentage
of total
shareholding
HREREZ
BHAED

67.58

67.58

67.58

51.05

31.77
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(ii) Substantial Shareholders (Cont’d)

Notes:

1)

2)

3)

4)

By virtue of the SFO, Haier Collective Asset Management was
deemed to be interested in an aggregate of 1,376,392,592
Shares, including (i) 336,600,000 Shares held by its non
wholly-owned subsidiary, namely Haier Investment; (ii) given
Haier Investment was acting in concert with Haier Corp and
Qingdao Haier, Haier Collective Asset Management was also
deemed to be interested in 392,677,482 Shares held by
Qingdao Haier and the 647,115,110 Shares held by Qingdao
Haier's wholly-owned subsidiary, Hong Kong Haier, pursuant
to the SFO.

Ms. Yang Mian Mian and Mr. Zhou Yun Jie, executive directors
of the Company, and Mr. Wu Ke Song and Mr. Liang Hai
Shan, non-executive directors of the Company are also
members of the board of management of Haier Collective
Asset Management.

As Qingdao Haier is a non wholly-owned subsidiary of Haier
Corp, Haier Corp was deemed to be interested in 392,677,482
Shares held by Qingdao Haier and the 647,115,110 Shares
held by Qingdao Haier’s wholly-owned subsidiary, Hong Kong
Haier, pursuant to the SFO.

Furthermore, as Haier Corp was acting in concert with Haier
Investment, Haier Corp was deemed to be interested in
336,600,000 Shares held by Haier Investment.

Ms. Yang Mian Mian and Mr. Zhou Yun Jie, executive directors
of the Company, and Mr. Wu Ke Song and Mr. Liang Hai Shan,
non-executive directors of the Company are also the members
of the management committee of Haier Corp.

Haier Investment held 336,600,000 Shares as beneficial owner.
Moreover, Haier Investment was deemed to be interested
in 392,677,482 Shares held by Qingdao Haier, and the
647,115,110 Shares held by Qingdao Haier's wholly-owned
subsidiary, Hong Kong Haier, pursuant to the SFO by reason
of its acting in concert with Haier Corp.

Ms. Yang Mian Mian, the executive director, is also director
of Haier Investment.

Qingdao Haier held 392,677,482 Shares as beneficial owner.
Moreover, Qingdao Haier was deemed to be interested in
647,115,110 Shares held by its wholly-owned subsidiary, Hong
Kong Haier, pursuant to the SFO.

(i) EERR(E)

)

2)

3)

4)
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The share option scheme adopted by the Company on 24 November
1997 and subsequently amended on 4 December 1997 (the “Old Share
Option Scheme”) has been terminated on 28 February 2002 and a new

share option scheme (the “New Share Option Scheme”) was adopted by

the Company on 28 February 2002 to comply with the new amendments

to the Listing Rules in respect of the share option schemes of a listed

company. As a result, the Company no longer granted any further share

options and there were no outstanding options granted under the Old
Share Option Scheme. As at 30 June 2010, the details of outstanding
options granted under the New Share Option Scheme are as follows:

Name or category
of participant

SREEETES
Executive directors

Mr. Zhou Yun Jie

Mr. Li Hua Gang (note 3)

Mr. Sun Jing Yan

Non-executive directors
Mr. Wu Ke Song

External consultants
In aggregate

Employee
In aggregate
In aggregate

unes

FERILLE(E3)

FRatt

FUGES
RRibEE

AuER
i
8
i
4t

At1
January
2010

-§-%5
-8-8

7,900,000
2,300,000

2,300,000

12,500,000

10,600,000

40,000,000

21,350,000

61,350,000

84,450,000

Number of share options

BREHE
Granted Cancelled Exercised
during during during
the period the period the period
BREH HnE# BRTR
- 800,000 -
25,960,000 - -
25,960,000 800,000 -
25,960,000 800,000 -
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Date of Exercise Price of

grant of share option

At share Per Share

30 June options Exercise period of HK$

2010 (note 1) share options (note 2)

EhE

ke

i BiE BiE =

Z3-%F RUAH ;4] B

ABZTH (1) (it2)

7,900,000 18/09/2009 1810972010 - 17/09/2014 170

2,300,000 18/09/2009 18/09/2010 - 17/09/2014 1.70

2,300,000 18/09/2009 18/09/2010 - 17/09/2014 170
12,500,000

10,600,000 18/09/2009 18/09/2010 - 17/09/2014 1.70

40,000,000 18/09/2009 1810972010 - 17/09/2013 170

20,550,000 18/09/2009 1810972010 - 17/09/2014 170

25960000 18/0512010 18/05/2011 - 17/05/2014 482
86,510,000
109,610,000
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Notes:

1. The vesting period of the share options is from the date of grant
until the commencement of the exercise period.

2. The exercise price of the share options is subject to adjustment(s)
in the case of rights or bonus share issues, or other similar changes
in the share capital of the Company.

3. Mr Li Hua Gang was appointed as an executive director of the
Company with effect from 19 April 2010.

The fair value of the share options granted to other participants during
the period were approximately RMB43,734,000 (RMB1.61 each). The
Group recognised a total share option expense of RMB15,418,000 (2009:
Nil) during the period ended 30 June 2010.

Wikt

1. BREZEBHORLBRMEESTRAMGER
1k
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43,734,000c(FREBEARE1.61T) - AEEG
UREBE-_S—ZTF A=+ A LPMERERE
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FSC

Mixed Sources
Product group from well-managed
forests and other controlled sources

Cert no. SGS-COC-004298

wfs
1996 Forest Stewardship Council
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